The aim of this research is to examine the sustainability of international trade flows of Bosnia and Herzegovina with the rest of the world. The data sample consists of quarterly data from the first quarter of 2008 to the last quarter of 2016. 
Introduction
The literature dedicated to examining the relationship between exports and imports is extensive. However, while some research supports the existence of a cointegrating relationship, the other pointed out weak or no cointegration. Therefore, the literature is inconclusive with respect to the cointegration relationship between exports and imports. Bosnia and Herzegovina belongs to the group of European post-transition countries while being specific in regards to its political and economic position. Sustainability of Bosnia and Herzegovina's international trade flows has not been considered in the literature and this paper aims to make a step ahead towards explaining the relationship between exports and imports of Bosnia and Herzegovina. This paper follows the inter-temporal approach to sustainability of international trade flows (Husted, 1992) and the case of Bosnia and Herzegovina.
The rest of this paper is organized as follows: Section 2 briefly summarizes the theoretical foundation and existing literature related to the topic under consideration. Section 3 presents the research data and methodology, while Section 4 provides research results and discussion and final section provides an overview of the main findings of the research.
Literature overview
This paper uses literature based on Husted (1992) who laid down the theoretical foundation for inter-temporal approach to sustainability of international trade flows. Along with methodological development, empirical literature brings various empirical evidence from all over the globe. Plat (2011) followed the autoregressive distributed lag approach for the period of January 2000 to June 2010 and examined the case of Turkey. The results indicated the weak sustainability of the Turkish international trade flows. Brissimis et al. (2012) based on the intertemporal approach and cointegration analysis examined Greece's external sustainability over the period from 1960 to 2007 and found weakly sustainable relationship between exports and imports. Chen (2011) examined the sustainability of international trade flows for Australia, the Czech Republic, Finland, Hungary, New Zealand, Portugal and Spain. The results revealed unsustainable trade flows of the observed countries. Holmeset et al. (2011) examined the sustainability of India's current account using data from 1950 onwards and found the regime of non-cointegration until the late 1990s and the regime of cointegration after that. Gnimassoun and Coulibaly (2014) examined current account sustainability in Sub-Saharan Africa and found that current accounts have been globally sustainable in Sub-Saharan Africa countries over the 1980-2011 period. Greenidge et al. (2011) examined the current account of Barbados over the period from 1960 to 2006 and found that the current account is sustainable while deviations from long-run equilibrium between real exports and imports are corrected in the short-run with imports making the adjustment. Following the cointegration stability test, Hye and Siddiqui (2010) found that imports cause the exports from the period of 2003 and exports cause the imports from 1994 to 2004. Insel and Kayikci (2012) evaluated the current account deficit of Turkey and found that Turkey would continue to have current account deficits in the next years and sustainability of these deficits has become increasingly difficult. Kalyoncu and Ozturk (2010) found a unique long run or equilibrium relationship among real exports and imports in the case of Peru, while in the case of Colombia, Venezuela, Mexico, Brazil and Argentina, cointegration results indicated that these countries' current accounts are not sustainable in the long run. Cunado et al. (2010) reported little or no evidence of current account sustainability in the European countries. Shastri et al. (2018) found strong sustainability in case of India, Bangladesh and Nepal, whereas weak sustainability was found for Sri Lanka and Pakistan pointing out the need for policy interventions. Camarero et al. (2013) analysed the external sustainability group of 23 OECD countries and results suggested strong sustainability for six countries. Destaingset et al. (2013) found that current account deficit of Kenya may not be sustainable in the long-run. Dumitriu et al. (2009) examined the cointegration and causality between Romanian exports and imports and found that current account deficits are not sustainable. The international trade sustainability has been examined for the neighbouring countries of Bosnia and Herzegovina as well. Following VECM, Franc and Peulić (2017) found cointegrated relationship between exports and imports in case of Slovenia while the import to export pattern was detected as the one that dominated. Bošnjak et al. (2018) followed panel cointegration approach and found the weakly sustainable pattern of international trade between Croatia and other EU member countries. Following the presented literature, there is no common conclusion regarding the relationship between exports and imports. This paper contributes to the debate while presenting the case of Bosnia and Herzegovina.
Empirical data and methodology
The research is based on the quarterly data sample on imports and export of goods and services from the first quarter of 2008 up to the last quarter of 2016 retrieved from the Statistical bureau of Bosnia and Herzegovina. Descriptive statistics for the observed series is provided in Table 1 while development of the considered series is illustrated in Figure 1 in the Appendix.
The descriptive statistics in Table 1 illustrates the lower values for exports series compared to imports. The development of the net exports series is provided in Figure 1 in the Appendix. As illustrated in Figure 1 , Bosnia and Herzegovina experienced the persistent deficit in international trade over the considered time span. Based on standard unit root tests (ADF, PP, KPSS) the stationarity diagnostic for exports and imports series were provided. Following the results from unit root tests, Johansen (1995) cointegration test was performed. Based on the cointegration tests results, Johansen (1988 Johansen ( , 1991 and Johansen and Juselius (1990) Vector Error Correction Model (VECM) were employed and estimates were provided. Using variance decomposition and impulse response function the dynamic properties of the estimated system are presented. The forecast errors of variables were divided into the proportions attributable to shocks in every single variable in the system. Therefore, that can be considered as an out-of-sample causality test (Kling and Bessler, 1985) . Following Sims (1982) , in case the variable is fully forecasted from its own lagged values, all of its forecast error variances will be explained by its own shocks. Impulse response function illustrates the effects of shocks on the adjustment pattern of the variables.
Research results and discussions
Using the data and methodological procedure presented in the section Empirical data and methodology, the unit root tests are summarized in Table 2 .
Following the results in Table 2 , the imports and exports series are integrated of the first order and therefore we proceeded with tests of cointegration. Source: the authors. Source: the authors. The results of tests for cointegration are presented in Table 3 .
Following the test results in Table 3 , the null hypothesis of no cointegration between the observed series was easily rejected. Therefore, the observed series share a common stochastic trend and VECM models were specified and tested. The VECM model for sustainability of Bosnia and Herzegovina's international trade is given in Table   4 . The lag selection of the estimated VECM model in Table 4 was following Akaike's information criterion (AIC). The results in Table 4 supports the existence of the long-run equilibrium between exports and imports of Bosnia and Herzegovina and indicate sizeable adjustments towards long run equilibrium governed by imports. Even though the adjustments were governed by exports as well. Forecast error variance decomposition in Figure 4 in the Appendix as well as an impulse response function in Figure  2 and Figure 3 in the Appendix illustrates the interrelationship between the observed series. Following the ARCH test, the variance of residuals is homoscedastic. Ljung-Box test indicate no autocorrelations while Jarque-Berra test indicated that the residuals of the estimated model are normally distributed. Therefore, the diagnostics test indicated no misspecification of the estimated model. Following the research results in this paper, the international trade of Bosnia and Herzegovina is weakly sustainable. Furthermore, the deficit in international trade has persisted. Consequently, the research results point out the source of financing deficit in international trade of Bosnia and Herzegovina. However, this question remains for further research and suggestion is to examine the role of remittances.
Conclusion
There are several conclusions that can be drawn from research presented in this paper. Firstly, the literature reviewed in this paper points out various relationships between exports and imports indicating different and country specific conclusions regarding the sustainability of international trade. Following research results in this paper, international trade of Bosnia and Herzegovina Source: the authors. Notes: Estimations are performed using the Maximum Likelihood (ML) estimator; standard errors are in brackets; *** , ** , denote significance at the: 1% and 5% significance level, respectively. Literature
